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About this report

The following report contains information on the commercial office market for Mecklenburg County as
well as comparisons to 88 other major US cities. Note that the use of the word “city” within the report
refers to the County. The data source used refers to the area as a city as it is more recognizable to
most individuals. Within the County the report focuses on office markets in two urban markets and
eleven suburban markets within the County. Data is sourced from Cushman and Wakefield market

insight reports. This report will be released quarterly as the data becomes available.

For more information you can contact me at: michael.simmons@mecklenburgcountync.gov
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Commonly Used Terms

Class A Office Space

These buildings represent the newest and highest quality buildings in their market. They are generally the
best looking buildings with the best construction, and possess high-quality building infrastructure. Class A
buildings also are well located, have good access, and are professionally managed. As a result of this,
they attract the highest quality tenants and also command the highest rents.

Class B Office Space

Class B buildings are generally a little older, but still have good quality management and tenants.
These offices have dated facades, and common areas relative to Class A offices. Class B buildings
should generally not be functionally obsolete and should be well maintained.

Class C Office Space

The lowest classification of office building and space is Class C. These are older buildings, located in
less desirable areas, and are often in need of extensive renovation. Architecturally, these buildings
are the least desirable, and building infrastructure and technology is outdated. As a result, Class C
buildings have the lowest rental rates, take the longest time to lease, and are often targeted as re-
development opportunities. Only Class A and B are shown in this report.
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Definition & Map

Total Buildings: The number of commercial buildings in a geographic area.

Inventory (SF): Square footage of office space.

Sublet Vacant (SF): Vacant space available that has been subleased.

Direct Vacant (SF): Vacant space available for lease by the landlord divided by the total space inventory.

Total Vacant (SF): Vacant space available for lease both directly and through sublease divided by the
total space inventory.

Overall Vacancy rate: Total vacant as a percentage of the total inventory square footage.
Absorption: The change in office space over the quarter. Absorption = Total Space Leased - Vacated
Space - New Space. If the number is positive it means more space was leased than vacated or brought
online by new construction.

YTD Deliveries: Total new inventory built available to the market.

Under construction: Square footage of new space that is currently being built.

Weighted Average Rent: The average rent paid per square foot for a given market.

Build-to-suit: is a commercial building or space specifically constructed to the client's needs this process
focuses on one end user.
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Office Market Report for Q4 2021

Rent Growth

In the 4th quarter, effective office rent growth in Charlotte’s commercial office market increased
10.3% over the 3" quarter, or 3.0% year-over-year. Charlotte’s quarterly rent growth was the fourth
fastest in the nation with only Charleston, SC, San Mateo, CA, and Colorado Springs, CO surpassing
Charlotte.

Mecklenburg’s asking rents averaged $31.96 in the 4" quarter which is lower than the national
average of $36.04. Rents in the uptown and midtown markets of the County averaged $36.65 while
rent in the suburban markets were lower at $28.67.
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Contracting Decelerating

The above chart shows the largest 12 commercial office markets in the US by inventory level as well
as Charlotte and Raleigh / Durham. The Charlotte market ranks 34" at 56.8 million sq ft of
commercial office space.
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Leasing Activity

A total of 3.1 million square foot of office space was leased in the 4" quarter with Charlotte ranking
34" overall in total activity. The County showed high levels of absorption in the 4" quarter totaling
712,227 square foot with the Midtown submarket alone comprising 504,699 square foot of positive
absorption in the 4™ quarter.

Leasing Activity
(Ranking listed above bars)
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Vacancy Rates

Charlotte’s vacancy rate increased from 18.7% to 18.2% from the 3" to the 4™ quarter which has
been the first drop-in vacancy rates since the onset of the pandemic. The Midtown and Northeast/I-77
submarkets were the only ones to show an increase in vacancy rates, all other submarkets improved.
Overall, vacancy rates are higher in Mecklenburg than the national average which was 17.6% in the
4t quarter. The higher vacancy rates are a result of the new supply added to the County, year-to-date
3.0 million square foot of new space was added to the County. The CBD submarket should see
vacancy rates increase at the start of 2022 due to Well’s Fargo’s 350,000 square foot lease expiring.
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Vacancy Rate By City
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New Construction and Deliveries

Office construction in the County is booming with 3.0 million square foot of inventory being competed
year-to-date and an additional 3.8 million square foot currently under construction. In terms of ranking
Charlotte ranks 4" highest in construction deliveries year-to -date and 9t in current construction.
Renovation activity was strong with 963,000 square foot of inventory being renovated throughout
2021. The development of new product will continue despite concerns raised by the pandemic,
especially in the urban submarkets where tenants are in high demand for new, quality, Class A
space.

Recent completions include:

91 Design Center Tower, a 375,000-sf build-to-suit (BTS) for Lowe’s Global Technology Center,

1 The Line, a 293,000-sf project from Portman Holdings and National Real Estate Advisors.

1 Vantage South End’s West Tower and The Square delivering earlier in the year.

1 Meanwhile, 1.2 msf of new projects delivered in the CBD throughout the year including Ally
Charlotte Center and Honeywell's BTS site.
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YTD Construction Deliveries
(Ranking listed above bars)
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Current Construction (square foot)
(Ranking listed above bars)
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Commercial Inventory (square foot) by City

City
New York - Midtown
Chicago, IL
Dallas, TX
San Jose, CA
Boston, MA
Houston, TX
Los Angeles Non-CBD
Cleveland, OH
Atlanta, GA
Philadelphia, PA
Northern VA
Denver, CO
Washington, DC
New Jersey - Northern
Detroit, Ml

Oakland/East Bay, CA*

Pittsburgh, PA
Phoenix, AZ
Orange County, CA
New York - Downtown
San Francisco, CA
New Jersey - Central
San Diego, CA

Minneapolis/St. Paul, MN

Baltimore, MD

New York — Midtown South

Sacramento, CA
Seattle, WA

San Mateo County, CA*

Suburban MD
Raleigh/Durham, NC
Austin, TX
Portland, OR
Charlotte, NC
Salt Lake City, UT
Richmond, VA
Kansas City, MO
St. Louis, MO
San Antonio, TX
Nashville, TN
Miami, FL
Hampton Roads, VA
Las Vegas, NV
Indianapolis, IN

Inventory
250.6 M

2429 M
2246 M
2243 M
2046 M
190.0 M
181.0M
155.0 M
1541 M
135.6 M
1345M
120.4 M
113.6 M
110.4 M
109.7 M
109.6 M
93.7 M
93.5M
92.7 M
89.3 M
85.4 M
84.1 M
83.8 M
79.0 M
78.1 M
68.5 M
68.3 M
67.8 M
63.2 M
61.0 M
60.2 M
59.6 M
57.4 M
56.8 M
56.5 M
54.1 M
53.4 M
51.0M
48.8 M
472 M
46.1 M
45.0 M
40.3 M
38.8 M

Rank

45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88

City
Fairfield County, CT
Tulsa, OK
Long Island, NY
Orlando, FL
Puget Sound - Eastside

Greensboro/Winston-Salem, NC

Columbus, OH
Tampa, FL
Cincinnati, OH

New York - Brooklyn
Milwaukee, WI
Colorado Springs, CO
Fort Lauderdale, FL
Tucson, AZ
Charleston, SC

Los Angeles CBD
Memphis, TN

New Orleans, LA
Providence, RI
Hartford, CT
Jacksonville, FL
Palm Beach, FL
Buffalo, NY
Greenville, SC

Fort Myers/Naples. FL
Inland Empire CA
Louisville, KY

San Francisco North Bay, CA

Omaha, NE

El Paso, TX
Birmingham, AL
Fort Worth, TX
Boise, ID
Southern NH
Syracuse, NY
Rochester, NY
Roanoke, VA

St. Petersburg/Clearwater, FL

New Haven, CT
Frederkicksburg, VA
San Juan, PR

Reno, NV
Binghamton, NY
Savannah, GA

Inventory

38.3 M
38.0 M
36.9 M
36.8 M
36.7 M
35.2M
349 M
33.9M
33.8 M
32.2M
30.2M
29.7M
28.6 M
20.5M
28.0 M
27.8 M
26.5M
26.4 M
26.2 M
24.8 M
244 M
23.1M
22.7M
22.0M
21.8 M
21.8 M
20.7 M
20.6 M
20.4 M
199M
199M
19.2M
16.7M
153 M
142 M
141 M
13.3 M
12.0M
10.7M
10.3 M
10.3 M

8.1M

42 M

3.9M
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GRAPHS AND COMPARISONS

Occupied vs Vacant
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MECKLENBURG COUNTY QUARTERLY STATISTICS

OFFICE MARKET STATISTICS - FOURTH QUARTER 2021

CBD / UPTOWN TOTALS 19,732,210 367,520 2,192,158 13.0% -9,525 1,000,000 1,185,415
Midtown 4,650,463 44,381 712,137 16.3% 504,699 598,665 1,133,307

Northeast / I-77 1,861,379 91,666 194,422 15.4% -61,001 0
FreeMoreWest 507,500 29,950 342,868 73.5% 0 0 - $38.10 $37.73,
University 4,856,442 149,361 1,202,451 27.8% -13,444 770,000 159,487 $26.11 $27.33

Plaza Midwood / Noda 804,019 0 320,298 39.8% 5,165 349,972 53,020 $31.11 $33.26
Airport 10,117,918 636,373 1,690,670 23.0% 103,214 200,000 - $25.17 $26.82
Park Road 506,133 2,549 82,474 16.8% 1,751 0 - $32.84 $33.88
Matthews 1,031,707 0 156,991 15.2% -1,508 0 - $18.01 $18.46,
South / 485 6,376,662 169,009 1,142,901 20.6% 121,106 0 463,966 $35.20 $35.57
South Charlotte 1,168,364 0 92,759 7.9% 18,641 0 - $27.01 $27.45
East Charlotte 855,651 0 142,643 16.7% 18,525 0 - $16.04

Southpark 4,366,937 44,403 562,534 13.9% 24,604 0 - $34.28 $36.28
Class A 40,471,007 816,000 6,006,827 16.9% 671,371 2,918,637 2,942,175 $34.32 $34.32
Class B 16,364,378 719,212 2,828,479 21.7% 40,856 0 53,020 $27.55

Mecklenburg Total 56,835,385 1,535,212 8,835,306 18.2% 712,227 2,918,637 2,995,195 $32.04 $34.32
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